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BEFORE THE FIRST EXPORT ORDER: A BEHAVIOURAL MODEL
F. Wiedersheim-Paul, L.S. Welch and H.C. Olson
I
Much of the recent inquiry into the internationalization of
business firms has concentrated on the so-called multinational enterprises
The concern with such enterprises has been prompted by their growing
2size and importance in world production and trade.
But, on the other hand, MNE's originally grew from a smaller
size and a domestic base. Also, most international firms - if we define
an international firm as having at least some export operations - are
not multinationals„If we are to understand the internationalization of
firms as a dynamic process, of which the establishment of overseas
production facilities is only one, rather late, step, then we must start
3further back in the process. It is also important to remember that the
internationalization process is not automatically successful. Most
firms starting in the process will not reach the stage of multinationality
but will stop somewhere along the way, go backwards or even cease to
4exist for one reason or another. The internationalization process can be 
described as a series of steps of increasing commitments to overseas 
operations. A crucial phase in this process will be the firm’s 
initial transition from a non-exporting to an exporting state.
A rather small number of studies have been made of this first 
step in the internationalization process.^ Many of these studies may be 
criticized because they only treated firms that already were exporters, 
i.e. no explicit account was taken of firms which were non-exporters but 
considering whether to become involved in exporting. In this article we 
develop a model aimed at describing and analyzing the first, key step, 
from non-export to export ; a model which stresses the importance
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of the firm's pre-export behaviour for the export start and the importance 
of information factors and decision-maker characteristics for this pre-export
7behaviour. The particular focus of interest in the model, at this stage, 
is Australian owned, manufacturing firms. This is partly because Australian 
manufacturing firms frequently lack some of the advantages which have 
contributed to the international growth of many overseas firms, e.g. economies 
of scale and technology advantages. In a sense they also lack the ''international
g
tradition" of older industrial countries that developed earlier.
The same type of model could of course be used for analysing this
first internationalization step, starting from other bases than Australia,
but the relative strength of different factors in the model would probably
be rather different. Models in this area should always be, to a certain
extent, country-specific. There is no reason to believe that explanations
9of internationalization in different countries would be exactly the same.
The common approach in Australian research seems to have been to 
examine overseas investment in Australia and its impact on the Australian 
economy."^ What is happening in the reverse direction has largely been 
neglected. The two directions are not necessarily unrelated as the (ultimate) 
survival of parts of Australian manufacturing industry may be dependent on their 
ability to grow internationally and compete successfully from this basis with 
overseas manufacturing firms.
A reason for concentrating on Australian owned companies is that overseas 
owned subsidiaries are likely to be subject to a different array of forces compared 
to their Australian counterparts. In a sense they do not begin from an 
Australian base and are not subject to all the constraints of the local 
environment. For example, the initial decision to start exporting could be 
taken in the U.S. headquarters of the parent company as a result of a global 
marketing decision, and sales might be organised through a global marketing 
network. Of course, the distinction is not clear-cut in all cases - but the
potential difference is sufficient to justify separating the two
11groups for the purpose of analysis.
II OUTLINE OF THE MODEL
(a)_____ Introduction
The pre-export behavour of the firm - which will be discussed in
more detail in a later part - refers to the activities of the firm
during the period from its start until it realises its first export sale.
We believe the circumstances surrounding this initial step are
of vital importance in determining whether the firm's exporting innovation
is a successful and lasting one. Also we make the assumption that all
12domestically owned firms, when they start, are non-exporters.
In the model, which is illustrated in schematic form on page four
certain aspects of the dec is ion- maker play an important role. In many
smaller firms there is probably only one decision-maker making all
13important, strategic decisions. In other firms, a group of individuals 
participate in important decision-processes, for example, when considering 
the alternative to sell abroad. But also in this case, it is assumed that 
one individual, the managing director, tends to dominate the decision­
making process. ^
Our model suggests that different kinds of stimuli factors which 
are latent in the firm's internal and external environment are exposed to 
the decision-maker. To be more specific, it is the stimuli which provide 
the real input in the model. The likelihood that a certain decision­
maker shall be exposed to certain stimuli factors are to some extent dependent 
upon characteristics of the firm. However, these stimuli have effect only 
to the extent they are perceived , The probability that the decision­
maker shall perceive stimuli factors exposed to him, and the 
interpretation of the stimuli, are dependent upon the decision-maker’s
4.
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characteristics. Further, a distinction is made between the decision­
maker's perception of stimuli external and internal to the firm. The 
decision-maker's perception of and conclusions drawn from stimuli 
exposed to him will influence his decisions about the firm's pre-export 
behaviour. In this respect, we distinguish three types of pre-export 
behaviour: active, passive, and .domestic.
(b)_____ Influences on export stimuli exposure: characteristics of the firm
In the first place the chance of a given firm becoming exposed to 
export stimuli will be dependent upon the individual characteristics of 
the firm and its market. Likewise, the form and strength of export 
stimuli exposed to the firm will vary according to differences in these 
characteristics.
The first mentioned characteristic is type of product line.
Products can be described in different dimensions, e.g. degree of 
standardization, degree of complexity and the software/hai^dware relation­
ship in the amount of sales.^ The most important dimension for 
our purpose is the software/hardware relationship as it stresses that a 
product in effect is a "package of services". The higher the hardware 
content - given the degree of technical complexity - the smaller the 
information flow needed between seller and buyer, and therefore the 
greater the chance for a potential seller of being exposed to export 
stimuli. Products which include a more comprehensive package of 
software demand more extensive flows of information and closer contacts 
between seller and buyer.^ This tends to favour already established 
business connections and consequently tends to decrease the possibility 
of an "outside" firm being exposed to stimuli.
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The domestic market of a firm will affect the chance of being 
exposed to external stimuli in two respects - through its size, and through 
the location of the firm in that market.
The concept of market size has two dimensions: the size of demand 
and the geographic size of the market. The size of demand can be 
subdivided into total demand and density of demand. Described in these 
terms the Australian market has a very large geographical area and a fairly 
low total demand for most manufactured products; a demand which is unevenly 
distributed. The density of demand is rather high in a limited number of 
areas, rather isolated from each other, and low in the rest of the 
country. The larger the total demand and the higher the density, the more 
a firm can sell domestically, thereby realizing economies of scale 
without being forced to become an exporter, and the less chance that it will 
be exposed to export stimuli. An important question is the minimum 
efficient scale of activities - buying, production, selling, administration 
etc - in relation to the size of the market.
The location of the firm in the domestic market is an important
explanatory factor in the model. This is not only connected with transport
costs of physcial goods but is also related to information flows. One of
the reasons given for high efficiency in urban regions, at least up to a
certain size, is that a large number of firms and places of work concentrated
in a small area improves the conditions for production and creates a
favourable "enterprise environment". This is especially true in the case
of information production, which contains a high proportion of- face-to-face
contacts, as direct personal contacts often are more efficient than other
means of contact. Direct personal contacts are, e.g. preferable when the
exchange of information involves uncertainty or when it is rather impossible to
foresee what will happen when the information transmitted creates new17situations demanding new exchanges of information.
7 „
Commenting on the concept of distance friction, Tornquist
says "over large areas physical distance plays a secondary role in
restricting the exchange of information via letter and telecommunications.
Distance is far more important when information is exchanged via face-to-
face communication. These forms always involve the movement of people."
19A classification used by Thorngren can further clarify the problem.
He distinguishes three types of planning processes: programmed, planning and
orientation. Programmed processes are related to routine transactions
with the environment, and planning processes relate to changes of
programmed processes. The orientation processes are aimed at directing the
planning processes through extensive scanning of the environment. The
three types represent a progressively wider search of the organization’s
environment and also a progressively greater reliance on information flows.
The first step in the internationalization process - the export
start - can be categorized as an orientation process and is therefore
especially dependent on face-to-face contacts and other types of informal 
20contacts. Firms located far away from "information centres", such as 
large cities, will therefore be at a disadvantage, They will have a 
lesser chance of being exposed to external export stimuli than has a firm 
located -within an information centre, particularly if this centre has good 
communications with other countries, e.g. through a large harbour or internat­
ional airport. An opposite causal direction is, of course, also possible 
i.e. firms with export intentions locate near information centres. Face- 
to-face contacts are also important for changes of attitudes, e.g. an 
environment which contains exporting firms will probably create positive 
attitudes towards exporting among non-exporting firms if the exporters
are successful.
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The firm’s perception of and response to export stimuli will be 
influenced not only by the decision-maker’s view of the future, in relation 
to the present situation, but also by the firm’s past history. What a firm 
is capable of responding to, and the strategies it is capable of adopting, 
will be constrained by its past behaviour and actions. The ’’enterprise 
environment", which exists in a region at a certain moment will be 
strongly related to a pattern which is created by the past development of 
firms in the region and their information-contact behaviour. In short, the 
enterprise environment is important for flows of material, flows of 
information and transmission of attitudes between firms. In the same 
way, the present and future characteristics of the environment will be 
dependent upon the behaviour of the firms in these respects.
One important part of the firm’s "history" is the experience from
extra-regional expansion. This experience may serve as a basis for
encouraging a firm to look at wider regions - i.e. including other
national markets. The success of expansion moves into other Australian
states may be regarded as a form of pre-export behaviour which is capable
of acting as a major stimulus to more active forms of pre-export behaviour.
This may be an important factor and we would like to see at what stage
of expansion into other states Australian firms are likely to view export
22markets as a limited expansion of their market horizons. It is
conceivable that if a firm in Western Australia is capable of overcoming
the barriers involved in successful marketing in the Eastern states - which
to a certain extent may be viewed for W.A. firms as an export market - it
will not be long before it comes to regard the export market as a similar
type of move. For a Queensland firm, W.A. and Tasmania are almost equivalent
23to export markets. To reverse this argument, if a firm has not been exposed 
to the stimulus of extra-regional trade, it will not recognize export stimuli -
9i.e., its first type of "export" move will be a move to nearby regions - 
and the feedback effects of such a move will be crucial in the approach to 
other expansion moves.
Differences in the range of potential export markets will also
affect the external export stimuli. It is obvious that the
possibilities of exporting certain commodities to some markets are limited
or non-existing. However, when the unrealistic products and foreign
markets have been sorted out, it is important to consider differences in
distances between the firm and its potential customers in the remaining,
potential export markets. By distance we do not primarily mean
geographical distance, but the concept of psychic distance.
Psychic distance can on a basic level be defined as disturbances
caused by factors hindering actual flows of information between individuals
24or the perception of these flows. We use the concept at the level of
relations between individual firms in the domestic market and their potential
25or actual customers. The factors causing psychic distance are in most 
cases only possible to measure on another level: differences in language, 
culture, political system, level of education, level of industrial 
development etc are rarely possible to measure other than as differences 
between countries. For obvious reasons, psychic distance is correlated with 
geographic distance. But, exceptions are easy to find, e.g. on the 
national level. Some countries in the British Commonwealth are far apart 
geographically, e.g. the United Kingdom and Australia, yet, for various
reasons, e.g. common language and common history, close to each other in
26psychic distance terms. The U.S.A. and Cuba are near each other 
geographically, but for political reasons, far removed with regard to 
psychic distance. As these examples perhaps indicate, psychic distance 
between countries is not constant. It changes due to the development of
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the communication system, trade, tourism,immigration, political patterns 
and other more or less intentional changes in social exchange. We 
expect most changes of this nature to take place rather slowly.
Psychic distance between individual firms and its customers alters 
partly because of changes on the national level, but mainly because of 
changes in knowledge, perception and attitudes caused by experience of 
foreign activities. As psychic distance to a large extent depends on 
perception, the concept is not symmetrical, i.e. the psychic distance 
from firm A to firm B is not the same as the distance from firm B to firm A.
A similar observation is valid for relations between individuals and between 
countries.
Of course, psychic distance is not limited to relations between
the seller and his market. Of importance also are the effects of
psychic distance on the relations between the buyer and his market. A
corresponding internationalization process must for obvious reasons occur
27also in this direction. As an effect of psychic distance, we believe
that the more "distant" a market is the smaller are the chances that a
potential exporter will be exposed to stimuli from that market, and the
less are the chances that a prospective buyer in that market will be
exposed to - or respond to - any stimuli from the seller. We also think
that disturbances caused by distance will be larger for products which have
a high proportion of software and therefore a larger need for more
28complicated information flows.
(c) Types of export stimuli
Export stimuli provide the real input in the dynamic operation of 
the model - although it should be noted that they only have an effect 
to the extent that they are perceived by the decision-maker. Among the 
various types of export stimuli, the main distinction we establish is between
11.
those operating internal to the firm as against thdse in the firm's 
external environment. This distinction is important as it provides a 
framework for examining whether a firm's export start was mainly due 
to the internal qualities of the firm, or due to factors operative in 
its environment. The factors discussed under the previous heading 
"Characteristics of the Firm" are of a type similar1to the 
internal stimuli factors. The difference is mainly that we regard 
the former factors as background variables, while the'latter are 
regarded as being "triggering cues" in relation to decisions about 
pre-export behaviour. It is important to stress at this stage that the 
decision-maker may be activated both by present and expected values of 
the variables which act as stimuli factors. Expected values are 
Likely to be of special importance in the context of pre-export 
behaviour.
The internal stimuli factors can be specified in different 
ways depending upon the choice of description-level. We have chosen to 
identify three such factors:
excess capacity in resources of management, marketing, 
production and/or finance 
product uniqueness 
unrealized expansion goals.
These groups of factors are to some extent dependent upon each other. 
Present or anticipated free capacity in the firm's resources is a
29factor that has often been mentioned as an export stimulating factor. 
But it is important to stress that we do not only refer to productive 
capacity, but to excess capacity in all kinds of resources that a 
firm disposes over. Recruitment by a firm of a sales executive with 
considerable export capacity can e.g. serve as a stimulus.
12.
Product uniqueness has been identified as a separate factor
because of the observation that such characteristics seem to have a
larger attractive power on potential buyers in the environment,
probably because they are more easily identified - i.e. they are more
likely to give rise to specific and identifiable demands from potential
customers and a firm is more likely to consider export markets when it
30is aware of this characteristic.
The internal export stimuli are related to the goals of the firm
and the extent to which they have been or are expected to become realized
in the present environment of the firm. Deficient goal-fulfilment in the
present environment of the firm, and/or expectations of such deficiencies,
31can create stimuli for widening the environment through exports. This
influence may be related back to other internal stimuli characteristics -
for example, excess capacity may be an indication of the non-achievement
of satisfactory expansion goals. Another gqal of the firm which might
have the effect of stimulating an interest in the export market would
be the desire to stabilize its sales performance - to insulate the firm
from domestic fluctuations which may be inherent in the nature of the product 
32being sold. Again, this is related back to other internal stimuli as 
a fluctuating sales performance inevitably involves the appearance of 
excess capacity at certain times.
In the group of external export stimuli, the following factors may 
be identified
fortuitous orders from foreign customers 
- market opportunities 
competition 
economic integration
government export stimulation measures.
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The first group - fortuitous orders - has in a number of studies been
33mentioned as the most important factor behind the export debut.
However, it is essential : to note that the likelihood of acquiring 
such an order, will in many cases, be dependent upon the pre­
export behaviour of the firm, i.e. the way it has acted before it 
realizes its first export sale. This will be discussed later.
The revealing of market opportunities abroad is usually 
assumed to exert a strong influence upon firms’ willingness to 
export. Empirical evidence from our own investigations shows that 
market opportunities are important as stimuli factors, even though they, 
like most other stimuli, are not a sufficient condition for the 
creation of new exporters.
Competitive stimuli can arise either from a tendency among
34domestic competitors to go abroad, or from stronger competition 
in the domestic market caused by domestic or foreign competitors.
Such tendencies are, of course, not independent of excess capacity 
considerations.
Economic integration, which may lead to decreasing tariffs
but also to a reduction of non-tariff barriers and of psychic -
or cultural - distances between the countries involved can serve
35as a stimulus factor.
Government stimulation measures are a further possible influence 
- not only in terms of any direct financial effects they may have.
The role of the government may be crucial in other areas - for 
example, as related to the provision of information regarding market 
opportunities in a foreign country. These observations about the 
effects of export promotion have not been tested empirically to any 
large extent.^
14.
(d) Perception of stimuli: decision-maker characteristics
From the way in which the stimuli factors have been identified 
and defined, it follows that many firms, both exporting and non-exporting, 
will have been exposed to one or several such factors. Still, only some 
of these firms are exporters or will becomes exporters. One explanation 
of this result could be that those firms which are now exporters have 
been exposed to a very special combination of stimuli, and that one or
i
a few unique combinations are necessary and sufficient conditions, if 
a non-exporting firm shall move into the group of exporting firms.
However, we do not find this explanation a very plausible one. This 
does not imply that two or more stimuli appearing at the same time could 
not have a stronger effect upon a firm than just one, or that the impact 
of a certain combination could not be greater than the impact of another
I
combination. What we mean is that differences in the stimuli mix
that a group of firms some time ago were exposed to do not alone explain
why some of them today are exporters, while others are not. Instead, we
suggest that differences in the characteristics of the decision-makers
in various firms could also have a significant effect upon the firm’s
willingness to enter into exporting. Such characteristics will determine
which export stimuli are perceived and how they are perceived. Additionally,
the decision-maker's perception of the export stimuli will be influenced
by the form and source of the relevant information. The decision-maker's
initial reaction to information relating to export stimuli will be
influenced by the form and source of the information being transferred.
For example, there is likely to be a different response depending on
whether the information about, say, an export opportunity is generated
within the firm or outside the firm, or whether the source is human 
37or documentary.
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In analyzing the decision-making of the firm, the decision­
maker is often considered as a "black box", leaving aside all differences 
between individuals. This simplification is in many cases clearly motivated 
and the vindication for it is probably stronger when the decisions are 
more repetitive. Such decisions are, to a large extent, based 
upon routines or programs to ensure that different individuals shall be 
able to develop similar decisions. But this is not the case when more 
non-programmable decisions are concerned. In these cases, the decision­
maker fs assessment of his environment is a most critical issue. His way 
of problem finding, problem recognition and problem definition will 
have a decisive impact upon his behaviour, in the form of decisions made 
and activities undertaken. Two types of characteristics we believe 
are suitable for a study of decision-maker’s behaviour:
- personal values 
cognitive style.
These two dimensions are to a certain extent interdependent. Personal
values can be described as the guidance system a person uses when he is
faced with choices between alternatives. They are often a very
stable feature of his personality. An important factor in the creation
38of an individual’s values is the language. As Guth and Tagiuri
point out, the value system of a society and the language in that society
are often closely related, with the language having developed special
mechanisms useful for transmitting value alternatives chosen by that
society. This can^nake it difficult for people in different cultures
and with different languages to understand each others values. Differences
in values are therefore important factors in the creation of psychic distance.
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As it is extremely difficult to describe and measure a complete set
of values for a decisionmaker we have simplified the problem by
concentrating on one specific aspect of values: a decison-maker’s
international outlook i.e., the extent to which he perceives and considers
as interesting events occurring outside his own country - or perhaps even
outside his own local environment. As has been suggested by Simmonds 
39and Smith, differences between individuals in this dimension may 
explain differences in pre-export behaviour. In their limited sample 
of British firms that had just commenced exporting, they found a 
significant overrepresentation of individuals with high degrees of 
international orientation, e.g„, many persons born abroad or with 
experience from living abroad. It is therefore likely that an individual 
with a high degree of international orientation will have a higher 
probability both of being exposed to and of perceiving export stimuli. 
Furthermore, his international outlook will have an impact on the 
firm’s pre-export behaviour.
The question of cognitive differences between individuals is
basically one that belongs to the discipline of psychology. Although
the term "cognitive” is a very common one in the organizational literature,
explicit considerations of differences in cognitive functioning between
individuals as an explanatory factor in the content of decision-making
in organisations are rare. We base our presentation here mainly
upon a few recent sources which do explicitly examine the cognitive 
40aspect. The cognitive aspects of an individual which affect his
41assessment of the environment will be called cognitive style. The 
cognitive style of an individual is an extremely complex concept with a 
very complicated structure. We will concentrate upon only two aspects of 
it: the methods of information collection and information interpretation.
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Information collection is concerned with the perceptual 
processes by which a person organises in his mind different verbal and 
visual stimuli, while information interpretation can be classified 
under the heading of problem solving. It is possible to make a 
distinction between preceptive and receptive individuals as regards 
information collection. Preceptive refers to individuals who, to a 
great extent, have precepts which act as cues for both collection and 
classification of the information they find. In other words, their 
expectations have a considerable impact upon their focus of interest. 
Receptive individuals are more sensitive to the stimulus itself; 
instead of analyzing the information, they find in relation to their 
precepts they are more inclined to "take the essence out of it directly".
In relation to information interpretation, individuals can be
42classified as systematic or intuitively oriented. Systematic individuals, 
having perceived a problem tend to structure it according to a particular 
method they have chosen. They define the problem, setting its 
constraints, in the light of the method chosen: the method itself 
becomes the key to assessing and solving the problem. Likewise, the 
information or data available to solve a problem is structured and 
analyzed tightly within the confines of the method chosen. As a result 
such individuals will find it more difficult to operate and make 
decisions where there is considerable uncertainty in the environment. - e.g. 
due to lack of information - and where there is a relative lack of 
structure in the problem itself - i.e. they will tend to avoid 
decisions in such areas because planning and programming techniques 
(according to given methodologies) cannot be readily applied.
Intuitive individuals, however, are not so closely tied to a 
precise method - they are far more "loose" in their attempts to solve a
1 8 .
problem. They are more prepared to shift around in the methods applied, 
but maintaining a strong focus on the overall problem. They are better 
able to operate in a situation of uncertainty - in contrast to the 
systematic individuals - i.e. they are better equipped to go directly 
to the solution of a problem. They may not have established the precise 
structure of the problem and data relevant to its solution, but can make 
decisions having settled on the main relationships - i.e. the seeming 
"leap in the dark" is not an unreasonable one. It is also possible to 
classify problems according to whether:
the information required and available to solve a problem 
is known or unknown;
the technique for manipulating and interpreting the data is 
known or unknown.
If both processes are known, this implies a situation where the problem 
is mainly one of arranging data in a known form and then solving with a 
known process. Another extreme case occurs when the problem solver is 
uncertain about both the collection process and the interpretation 
process. This last case is probably a rather good description of the 
situation of the decision-maker in a non-exporting firm, when he is 
exposed to export stimuli. He is not only seriously lacking'information 
about export operations, but also methods for manipulating the data he 
successively collects. A critical issue then is to find out which 
cognitive style or styles are most suitable for developing a non-exporting 
firm into an exporting one, assuming that there are export stimuli factors 
operating to initiate the process. Unfortunately, the empirical research 
about behavioural consequences of different cognitive styles has not 
yet reached such a state of knowledge to enable us to make any firm 
conclusions. A tentative suggestion would be that the decision-maker
19 .
in this non-export situation should be intuitive in his cognitive 
orientation rather than systematic. The systematically-oriented 
individual tends to stay in his "local” well-known environment; 
export thoughts are not present in his systematic model. A reason for 
this is that the expected uncertainty related to export is too large 
to fit into the systematic model. On the other hand, a systematic 
approach could be appropriate when the decision to export is taken.
An efficient decision-maker would therefore be a person who is able to use 
both intuitive and systematic approaches, being able to switch between them 
depending on the type of problem or the stage in the problem- process.
A consequence of this discussion is that the ability to 
perceive and act upon export stimuli requires the same type of conditions 
as is often mentioned as a pre-requisite of creative thinking, i.e. an 
intuitive cognitive style. If we consider the export start as a result 
of creative thinking, it should be possible to find correlations between 
the export start and other results of creative thinking, e.g. the development 
of new products, new markets or new technology. The presence of 
such factors, according to our model increases the likelihood of a firm 
being exposed to export stimuli.
(e)_______The pre-export behaviour
The concept of pre-export behaviour refers to the information 
behaviour of the firm (i.e. the decision-maker) from its start until it 
realizes the first export sale. This behaviour will be described in 
terms of
- willingness to start exporting
- information transmission activity 
information collection activity.
20
In these three dimensions we will distinguish three types of behaviour:
■ 43active passive and domestic. These types are illustrated in figure 2.
FIGURE 2 TYPES OF PRE-EXPORT BEHAVIOUR
Type of 
behaviour
Willingness to 
start exporting
Information trans­
mission activity
Information 
collection activity
active strong medium/high medium/high
passive moderate none/low low/medium
domestic low none none
This figure illustrates that the different types of behaviour represent 
three intervals on a continuous scale of forms of pre-export behaviour.
As noted earlier, the decision-makers thinking style will have a 
bearing upon the response of the firm to export stimuli. Given the 
uncertain and incomplete information associated with the pre-export 
decision, the intuitive decision-maker is more likely to respond in 
an active manner. He is able to keep the possibilities for the firm 
(growth etc.) in the export market strongly in mind and make the decision 
despite not having the sort of details which would be regarded as normal 
before making a similar decision in the domestic market. In contrast, the 
systematic thinker will tend to eschew committing himself in operations 
where established routines for assessing the possibilities are inappropriate. 
He will tend to avoid committing the firm in the export area. The pre-export 
behaviour of such a firm is therefore more likely to fall into the domestic 
end of the spectrum. We expect most firms, however, to be situated in 
the domestic group when their activities begin. The majority of firms 
will remain in this group for several possible reasons: their products are 
not suitable for export markets, their location is not suitable for 
exporting or they may be content with servicing the local market. In fact, 
the chance of becoming an exporter while demonstrating a domestic pre-export
GL
behaviour is rather small. Probably a transition from a domestic to 
a passive or active pre-export behaviour must normally precede an export 
debut o
The movements between the groups will depend on changes 
in the strength and type of stimuli exposed to the firm - changes which 
can occur both in the short and the long run. They will also depend 
on changes in the characteristics of the firm, which will mainly 
occur at a rather slow pace. Changes in the activities, attitudes 
and reactions of the decision-maker are a further explanation of 
movements between different types of pre-export behaviour. These 
alterations have two main causes: a new decision-maker or changes in 
behaviour on the part of the existing decision-maker or his immediate 
environment. An exchange of decision-maker is often connected with 
major or minor alterations in the organization and behaviour of a 
firm. A technician might be succeeded by a more marketing oriented 
decision-maker who probably has different attitudes towards exporting.
Changes in a specific decision-makers attitudes and reactions
may occur as a result of experiences from pre-export behaviour -
described in the model as a feed-back loop. Positive experiences
e.g. in the form of new potential markets or potential customers, tend
to reinforce a decision-maker's active pre-export behaviour and normally
lead to the start of export sales. Negative experiences from an active
pre-export behaviour can on the other hand lead to a withdrawal to
44a passive or domestic behaviour. It is quite possible that a certain 
firm during the period from its start to its export debut will 
move a number of times between different pre-export behaviour groups, 
i.e. its information behaviour will vary. The feed-back effects
21 .
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from pre-export behaviour depend to a large extent on the type of behaviour 
chosen. The more active the behaviour, the larger the possibility of 
strong feed-back effects, positive or negative. This feed-back of 
experiences will be an important source for the background factor "history 
of the firm".
One conclusion from the model would be that firms demonstrating 
a dominantly active pre-export behaviour will have less difficulty in 
becoming exporters and also will become exporters sooner than will firms 
in other groups. Also, it is possible to argue that active pre-exporters 
are more likely to continue and grow more strongly as exporters than 
firms from other groups which might have begun exporting. The forces which 
have encouraged a firm to actively seek export markets are likely to continue 
and support an expansion of export activity. In addition, because a firm 
has actively sought export markets, i.e. made preparations for carrying 
out such operations, it will be in better position to fulfil the demands 
imposed by them. Of course, it is always possible that a firm will withdraw 
from export operations, e.g. because of some negative experiences or 
because export operations were only used as a temporary help to domestic 
operations. One possible explanation of a withdrawal from export markets 
would be that a firm, e.g. due to a fortuitous order started exporting 
too early, i.e. before it had collected and/or transmitted enough 
information and therefore found exporting too risky.
In case of a withdrawal the firm effectively reverts back to the 
position of being a pre-exporter. If a firm has only realized one 
or a few export sales some time ago without continuing to export, it 
faces a situation that is not very different from the "true" pre-export 
stage. These firms could therefore be looked upon as a special case of 
non-exporting firms and subsequently divided into the groups of pre-export 
behaviour, depending upon their degree of preparation for another export "debut".
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III SOME IMPLICATIONS FOR EXPORT PROMOTION
What, then, are the policy implications of the model for those 
who want to promote exports among e.g. small and medium-sized 
firms? Let us first remember that promoting non-exporting firms into 
exporting is no panacea to trade-balance problems of today - but 
perhaps of tomorrow.
Government export promotion was introduced as one of the 
export stimuli in the model, although we did not explicitly consider 
differences between various promotional measures. However, it is now 
possible to derive some conclusions from the model on this latter issue.
The model e.g. stresses the importance of face-to-face 
contacts in the initial approach to exporting. Also we emphasized 
that efficient face-to-face contacts are very much dependent on "the 
enterprise environment" in the region where a specific firm is located. 
Export promotion for individual firms in the form of direct economic 
benefits offered in relation to export operations, is therefore not 
enough. Such benefits will perhaps positively affect those decision­
makers who already have or soon would have demonstrated an active pre­
export or export behaviour. The economic advantages will make their 
export marketing strategy look even more attractive. But it seems less 
likely that such benefits should affect the behaviour of those decision­
makers who show a more passive behaviour and have less positive attitudes 
towards exporting. Financial support will probably neither affect their 
will or capability of information treatment in a positive way, nor 
their ability to act upon the information available. It would be 
more efficient to improve the information climates for both individual 
firms and their specific region through offering services which can 
improve the ability to handle information. Such services, which
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should contain face-to-face contacts as an important part, could be e.g.
- export education, e.g. in the form of study circles,
consisting oF managers from firms with different 
experience of exporting
consultants, who could join firms and help them through 
the export start and/or server more permanently on the 
board.
- advisory services, e.g. involving experienced consultants,
trying to transmit attitudes, idpas and information 
between firms
- collective export activities, where a small number of firms
with complementary characteristics work together on an 
«export programme.
Activities like those mentioned should be of considerable help 
to both exporting and non-exporting firms. An important question which we 
will not make any attempt to answer at this stage is - which strategy 
gives the largest pay-off - to concentrate on support of firms already 
exporting or to offer non-exporting firms a range of export services?
IV AREAS FOR FURTHER RESEARCH 
The model which has been presented constitutes a basis for a 
continuing programme of empirical research into issues surrounding the 
export start. Such research is necessary in order to not only reveal 
the relative importance for different types of firms of various factors 
included in the model, but also to modify the model in different ways. 
Some specific areas of particular interest for our future efforts are 
the nature of the information environment of the firm 
as it bears upon the export decision
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- the nature of extra-regional expansion and its
effects on the firm's pre-export behaviour
- the impacts of international outlook and psychic
distance on the first step in the internationalization
process of the firm, i.e. the transition from an
non-exporting state to an exporting state.
The recently published report of the committee to advise
on policies for manufacturing industries (the Jackson Report) further
45highlights the need for this type of research. The report 
emphasized that if Australian manufacturing firms were to grow 
in the future, they would have to rely more heavily on export markets. 
This almost inevitably means some firms beginning to export for the 
first time. If such increased export involvement is to be understood 
and encouraged, then a great deal more analysis of the initial export 
decision must take place.
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FOOTNOTES
1. There are many different definitions of the concept multinational 
enterprise. See e.g. Dunning [8, Ch. 1].
2. According to Dunning [8, p. 13] multinational enterprises account 
for 20 percent of the world’s output excluding the centrally 
planned economies.
3. For a similar point of view, see Wilkins [40, p. 207].
4. Descriptions of such cases can be found in [41].
5. See e.g. [7], [27], [30], [32] and ['33] .
6. A model of later steps in the internationalization process is 
developed in [18].
7. This term was proposed in [15, p. 91].
8. For a discussion of the importance of such factors, see [9] and [35].
9. Compare [9], [35] and [42], describing internationalization processes 
starting from Continental Europe, Great Britain and Japan respectively.
10. [13] and [14] are exceptions.
11. It could be worthwhile as an additional subject of research to 
compare the two groups of firms, particularly as it may be necessary, 
from a public policy point of view, to vary the treatment of the
two groups - for example, in respect of export incentives.
12. This assumption is in accordance with Linder, [21]. Of course, 
some exceptions can be found, e.g. firms engaged in international 
sourcing (e.g. electronics manufacturers in Singapore), some sub­
contractors and recently also a number of Japanese firms, (see 
Tsurumi [37].
13. A good example of how the characteristics and motivation of the 
owner-manager can influence the growth of a firm is given in the 
case of Hume Enterprises during its early history - with the founder, 
W.D. Hume, exercising a dominant role. See Snooks [34].
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14. This view has been supported by e.g. Mintzberg’s -studies, which 
have indicated that the firm’s managing director has decisive 
importance in decision-making, both in small and large firms.
See Mintzberg [24].
15. Hardware refers to the proportion of the sales value contributed 
by physical goods, while software refers to the proportion of 
the value contributed by services rendered to the buyer or
user before, during and after the delivery. Examples of software 
are programming of machine equipment - hardware - for the specific 
needs of the buyer and education and instructing of the 
buyer’s personnel in the use of the equipment.
16. For analyses of the relations between information and product 
characteristics, see e.g. [2], [3], [16] and [17].
17. See [38, Ch. 1] for a discussion of these aspects.
18. [38, p. 30].
19. [36, p. 413].
20. For a study of informal communications network within a group 
of firms, see [6].
21. The need for face-to-face contact is illustrated by one of
the conclusions in Maguire and Kench’s study of the information 
needs of small business: [22] "most agencies anxious to 
supply helpful information to small businesses seem to think 
mainly in terms of publications whereas the small businessmen 
seem to have a marked preference for the use of a person as a 
mediator between themselves and published information sources”.
22. Daniels, [7, p. 16], in an investigation of foreign investors 
in the U.S. found that 34 out of 40 investigated firms had 
developed complete coverage of their domestic markets before 
the export start. This tendency was true also for Canadian 
firms, in spite of their close location to the big U.S. market.
28.
23. One firm that we have been examining actually had, in its historical 
documents (late 1950's) listed Tasmania as one of its "export" 
markets.
24. The concept of psychic distance has been used in e.g. [3], [4], [16] and 
[39]. A summary of these and similar studies can be found in [5].
See also [J.0] for a review of studies of among other things the 
impacts of psychic cost, distance and information on migration.
25. These markets are not necessarily abroad, as to some extent all 
markets, except for the "very local" are foreign for a firm.
An indication of this is that language - which is an important 
discriminating factor - could be regarded as private for every 
firm (or individual). See Pelikan [28].
26. In a T.V. speech on May 13, 1975, the Priijie Minister, Mr. Whitlam, 
mentioned the common language as the greatest advantage of the 
British Commonwealth.
27. For an interesting study in this otherwise underdeveloped area 
see [16].
28. Results in [16] confirm this view.
29. See e.g. [29] and [33].
30. According to [7, p. 18], 14 out of 40 investigatecj :firms started exporting 
due to product superiorities that became known to people in other 
countries.
31. See e.g. [15].
32. This factor has been tested for a sample of about 500 firms in 
Denmark, the Netherlands and Israel by Hirsch and Lev [12]. They 
found a positive correlation between sales stability and 
diversification by exporting.
29.
33. See e.g. [15, p. 95] and [32, p. 95].
34. This "follow-the-leader" behaviour among U.S. multinational 
firms has been examined in [20].
35. For a study of these factors, see Carlson [4],
36. An export promotion programme in Sweden has been recently 
evaluated, [26]. It appears to have had relatively 
minor effects.
37. The importance of the source of information is discussed 
in [19], Compare also the previous discussion regarding 
face-to-face contacts.
38. For a discussion of the importance of values for decision­
makers, see [11].
39. [32, p. 95].
40 Mainly [23], but also [25] and [31].
41. This term is synonymous to "thinking style", see [31].
42. In defining an individual as being "systematic", we regard 
such a person as likely to behave in a "systematic" manner 
in most cases. However, this does not preclude the 
possibility that an individual may be capable of shifting 
from a systematic to an intuitive approach (or vice versa). 
This shift can occur depending on the type of problem, or 
between stages in a specific problem solving process.
43. Hyrenius and Sjogeras, [15, p. 91], suggested four classes; 
active, passive, domestic and re-activating;the last group 
containing previous exporters intending to start again. 
Daniels, [7, p. 17] discussing the behaviour in connection 
with the first export sale, distinguishes only active and 
passive firms.
30.
44. A case we Have found in our empirical research evidences this 
point. The firm in question had considerable slack capacity 
during the winter months, and so it actively sought to enter 
the export market, mainly in order to achieve better 
utilization of its productive capacity. However, the experiences 
from its active pre-export behaviour - which included the provision 
of samples to foreign markets - convinced the manager-owner
that export was not a viable operation. As a result, the 
manager now feels that he will not become involved in 
exporting unless the "market comes to him", i.e. he has now 
reverted to domestic pre-export behaviour (in fact he has now 
taken up horse-breeding in addition to managing his firm).
45. The first chapter of the report, summary and conclusions, was 
published in [1].
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